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PMcalls for nulti-currency standard (HL)

Kamarul Yunus in Santiago

SANTI AGO, Wed: For free and fair trade, the world needs a | ess volatile
standard for conparing the value of different currencies, Prine Mnister
Dat uk Seri Dr Mahat hir Mhamad says.

"Today we use the US dollar - an unstable currency. W need to devise a
standard which is I ess volatile. A comon basket of currencies can be used
for this - each currency being val ued according to the econom c i ndices.

"There will be fluctuations of the currencies in the basket but they are
likely to cancel each other out. The basket, if w sely chosen will enable
us to nake a conparison of the relative value with a stable standard," he
told the 12th Internati onal General Meeting of the Pacific Economc
Cooperation Council (PECC) |ast night.

Dr Mahathir said Mal aysia believes in free trade but cannot accept or
support the abuse of the systemcaused by the trading of currencies as a
comodi ty.

"W need trade to be free, but let us be honest. There can be no
absolute freedomfor anything. If a society is to exist as a society, if a
society is to be peaceful, stable and prosperous, there cannot be absol ute
freedom for the sinple reason that the freedomof one |linmts or denies
t he freedom of anot her.

"Freedom nust therefore be subjected to rules, regulations and laws in
order to be equitably shared," he said.

Dr Mahathir said even now there are nany | aws and regul ati ons to ensure
that free trade works.

"Wthout [aws and regulation all that we get will be anarchic markets in
which the strong, the ruthless, the irresponsible will exploit and abuse
t he system

"For the passive, there will be effectively no free trade. For themthe
mar ket will be regulated - by rogue specul ators,” he said.

Dr Mahathir said he was aware that the PECC participants would find it
difficult to accept his argunments, but international cooperation is needed
to make the world of business "safe and free from mani pul ators and hi ghway
robbers".

"I amaware that the PECC and nany other Pacific organi sations have
menbers fromthe devel oped North as well as the devel opi ng South. The idea
of cooperation is great. Cooperation inplies nutual help and nmutua
benefits - a win-win mndset."

But the currency market turbulence and the inproverishment of the
countries of the Pacific Rmw |l not help trade or investnent.

Mal aysi a, for exanple, transforned itself froma two-product econony
(rubber and tin) to a so-called "Asian Tiger" but nowit has fallen victim
to currency and share mani pul ati on, Dr Mahathir said.

Mal aysi a prospered by opening itself early to direct foreign i nvestnent.
"We are foreigner-friendly" and the country owes its industrialisation and
rapid gromh largely to foreign investnents, he said.

As aresult of its industrialisation policies, the Prine Mnister said
Mal aysi a's per capita incone increased fromabout US$1, 600 in 1970 to
US$5, 000 this year and the reserves are sufficient to finance four to five
mont hs of retained inports. In addition, the savings rate is 38 per cent.

Mal aysi a al so has the best infrastructure in the region, conpanies are
profitable, government revenue is increasing despite | ower taxation and
t he budget has showed a surplus in the last four years. The Governnent



pre-paid its foreign debts, financing arrangenents for devel opnent
projects involve very little borrow ngs fromabroad, and the current
account deficit is declining.

On the back of these positive devel opnents, Dr Mahathir said Wrld Bank
president M chel Candessus in June described Ml aysia as "a good exanpl e
of a country where the authorities are well aware of the chall enges of
managi ng the pressures that result fromhigh growth and of maintaining a
sound financial systemam d sustainable capital flows and a booni ng
property market".

"Qovi ously Candessus had a | ot of confidence in Malaysia, inits
fundanentals, in its econony and in the nmanagenent of the econony.

"Yet today we are told that the fund nanagers have | ost confidence in
Mal aysi a because of weak fundanmental s. The Ml aysi an ringgit, which
hovered between 2.49 and 2.51 to the US dollar for years began to slide."

It is apparent, Dr Mahathir said, some peopl e had been eyei ng Ml aysi a
and decided that it was "ripe for the picking", as is the case with the
ot her dynani c economi es of Sout h- East Asi a.

"No governnent can sit by and watch the wealth of the country being
si phoned off, thus a stop was put on (equities) short-selling. Angered by
their inability to fiddle with the stock market, the mani pul at ors dunped
shares and the ringgit," he added.

Consequent |y, Mal aysia has |ost 23 per cent of its wealth in terns of
the exchange rate - including the earnings of the very poor - and the
stock market has fallen by 60 per cent in ringgit and 70 per cent in US
dol I ar terns.

"The per capita incone of Ml aysi ans di pped from US$5, 000 to US$3, 600 in
two nonths, when it took 12 years to achieve

"Where has this noney gone to? It did not dissappear into thin air. The
specul ators, short-sellers and mani pul ators have it.

"These are rich people fromrich countries. They have no conpuncti on
about inproverishing the poor in order to enrich thensel ves.

"Their excuse? The Sout h- East Asi an econom es were not open enough. Yet
they seemsufficiently open for these mani pul ators to profiteer,” he
added.
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